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! FOUNOIAL PLANNING FOR FEOPLE-OWNED ENTERFRISES
Record of Ocenference in the Ministry of Finance of the German Demo=
oratic Republic, held on 26 April 1950
Concerning: Measures for Caxrying out ef the Financisl Flan of the
Poop].g-olmd Enterprises during the First Quarter of 1950e ‘
Attendings Rumpf, So?rohry of State in the Ministry of Finanoce
Eisenilam, Ministry of Industry, Department of Finanoe and
_ Eoonamy of the Pcoplomod Enterprises
Bogs, Ministry of Tndustry, Department of Finance and
. Eoonemy of the People-Omed Interprises
Ori.me Secretariat of the Ministry of Industry
Zibat, Ninistry of Industry, Main Departuent for Metallurgy
Luokner, Ministry of Industry, Main Departanent for Machine .
’ Construotion ’
Hanaohmar, Ministry of Industry, Nain Departasnt for ll
Machine Construstion 1
241inskd, Central German Finance Adninistration |
Schrosder, Central German Finance Adninistration ;
Dr Tangs, Ministry of Finanosy, ain Departnent 7
Pauligk, Ministzy of Finmosp, Main Department 2 i_
Dre Raémhor. German Bank of Issue
Anders, Germsn Bank of Issus
Ziegenhagen, German Bank of Issus
Iehnann, German Investment Bank
The conference stated that the 1;’:9 million Deutsche marks for the 7
£irst quarter of 1950 did not represent a fulfillment of the finance
plans for the people=omed industries in the Soviet Zone of Occupatione
The attempt to include so-oalled overpsyments from 1549 = overp&y-
ments in corporation taxes and profit deductions - in oalculating the
payments for the first quarter of 1950, before the balances of the |
individual Foderations have been confirmed, is not permissible and is |
3 11legale
% v The members of the conference agree that measures must be taken
immediately to ensure the regular receipt of profits and corporation
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taxese It was -.wnn§ E\i gﬁﬂm the Central

yianoSel Adnintstrationd, 15 agresment With the Ministries of
Finance and Industsy, crdered the Pederations of People=Owned Enter-
prises to continue paying at the 1949 rate until the 1950 plans have
been oconfirmeds ) )

This order from the Central Finande Adninistration has, however,
not been coserveds

on 29 April 1950, the Central Finance Adninistration will eupply
muummplmdpmnummummttorwtm
quarter of 1950, arranged by Main Departments and by Federationse
The Ministry of Industry will propose ¥o the Ministry of Finance the
conorete measures to be taken for each individual Federation to snswe
the delsyed payment of the planned amountse The German Baxk of lssus
nas been crdered to report on L May 1950 the amounb of oredit used by
each Federadiion (not including seasonal oredit requirements axd
oredits for transferred clains), indicating the ourrent item mumber in
the guide plane

The Ministry of Industry will immediately issue & directive to
all foderation*tnunz thats

Mjustmenta for overpayments, or payments made to the debit of
the directors' disorstionsxy fund during 19h9)w not be made until
after the verification of the closing bilance sheet of 1949. Accord -
}m to the request of the Central Finance Adninistration of 2l
March 1950, the Federations are immediately to turn over corporation
taxes and profits as computed frcm the over-sll plans issued to the
Federstionse _
Berlin, 28 April 1950 7 signatures

‘ Steuoture of the Five-Year Finance Flan
In order to prevent & repetition of the catasu"aphic consequences
of the lack of plaming in the nationalized econcmy, & plan was nade
vp for 1950 which is %o elﬂ_.m:lm'oe the shortoomingse At present there
Ls still no financial plan, so that it cannot be stated how much money
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will be at the disposel of the naticnaliged econcmy, with the result
that it is alwsys necessary t0 operate with a budget defioite _

Booause of the produsticn direioulties and financial difficulties,
whioh have even lod to the !h\';t-tingdmntpl;nu (such as Gesko =
Main Administration for Ocal), it was decided to set up the 1951=1955
financial plan by 1 September 1950, and to submit it to the Peopls's
Chamber after approval by the Soviet Oontrol Commissione At the time
when the Five=Year Plan goes into effect (2 January 1951), the indi-
vidual Federaticns should already be in possession of the production
and finance plan for 1951e

The actual conditions are as followst The Ministry of Planning
will make up & plan to cover five years, while the Ministry of Finance
wﬂlmkoqpuplmomrinzonlyonoytu, on the basis of the pro=
duoction shheduled for that particular years The finsnce plan for
1951 will be based cn the resulis vp to 30 June 1950, that is, those
shown by the closing balance and finsncial statements of 30 June 1950
These results, asswuming normal development, should approximate the
fipet six months of the 1950 finance plane

In order to arrive at a reasonable and ocorrect basis for the 1951
finance plan (actual results 1 Jamuary 1950 - 30 June 1950), the de-
tailed finance p}m for 1950 are only now being set up in f£inal form.
For this purpose, the prices valid during the fourth quarter of 1949
are declared to be the legal prices, and are no longer the legal
prices for 1950¢ No other prioen_ are to be used for the plan itself,
pince these are, at the same time, the basic prices for the Five=Year
Plan (Index 100)e /Note: There is either an cmission or & garbled
santence in the above paragraphe/

The finance planning for 1950 is based on the balances and the
£4nal sccounting as of 31 December 1949, 1.2 without taking into
consideration any changes in the sconomic or legal conditions which
might have ocourred during 19506

According to this, the Fin’nce Ministry has suggested the follow=
ing method for computing output, oosts and profits (the Ministry of
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Industry is {ighting these suggestions with all its might and does
net asoept the finance plan of the Ministry of Finance):
Outputs
Results as of 31 December 199
IBl
IB2
IBL
IAL
122
Output 1949 x pez’ cent of production increase
Coatss
IAL=-9
IB3
IBS
IAl2
IIBD
IIB7e¢
mag
Costs 19L9 x production increase less required redustion of
overhead ® Costs 1950,

Profit: Output 1950 minus costs 1950 plus directors' discre-
tionary fund = Profit 1950,

Notet The importance of this scheme is shown in the over—all
finance plane

fhe finance plan of the Five-Year Plan is based on the same compus. .
tationse If detailed explanations sre required, they can be furnished.

Notet The entire accounting system ort the people-owned economy
ws to be reociganised on the Soviet model, starting the middle of this,
year, with a deadline of 1 January 1951 This deadline had to be
ohanged to 30 June 1951, because there is & tremendous lhorf'.uge of
trained personnel.
Appendixs

Setting wp of detailed timm. plum
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In November 19L9 the {ndividual Pederaticns of the people-owned

economy had to submit rough finance plans to the Main Departaents of
the Ministry of Industrye The Ministry of Industyy, after studying
these plans, turned thea over to the Ministry of Finance for further
study, and this suthority, in turn, submitted them to the Soviet

Control Commission for approvale After various changes made by the
Soviet Control Ocmmission (especially the increase in the plamed
pro!itl) the over-all finance plans were made vp and incorporated in

v dikimed
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the budgete '

Thess plans, as mede WP by the Main popmntl, were again
turned over to the individual Federations, with orders to set up &
detailed finance plan on the basis of their econcmic development
during 1949 These plams are then to be routed in the same manner &8
the rough finance plans and then studied oy the Ministry of Finance,
where they are to be fitted into the framework of the over-all
f£inance plane

Ppices 1950 (Ceiling prices 19Lh).

A conference was held at the Finanoe Ministry 5 =7 May on the
new price control regulations for the pocplo-ovmod economy in the
Soviet Zone. The leading personages of the Ministries of Planning
and of Finance attended, with State Secrstary Rumpf of the Minlstry
of Finance as chalrmane The conference resulted in the following
decisionss

The prices in effect during the last quarter of 1949 are the
legal fixed prices for the pegpu-a«md econamy, as of 7 May 19504
This will be made 1aw shoxrtlys by repeal of all price regulations
to the contrarye This measure was not taken because of the economic
consequencew of price increases during the last five months (mainly

increases in the price of coal, fuels, and rolling-mill products);

eI e

but primarily because the prices effective during the last quarter of

B

? 1949 have been made the plan pricese These plan prices are the

H sbsclute basis of Sovist-Socialist econdwy, and the basis of the

g Five-Year Flan of the Soviet Zone (1951=55)s Thus, the people~owned
b4
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economy of the Soviet Zone is campletely abandoning the basis of the
194k ceiling pricess
In detail, the following decisions were mades
The prices effective during the last quarter of 1949 are
a) the ceiling prices now in effeot
_ b) thn plan prices for finance planning ®r the Five-Tear
Plan, as Rumpf put it, “for the next thirty years", with the price
index of 100.
I¢ tho statement is made that the effective prices of the last

quarter of 1549 are now the new fixed prices, 1t appears at first
glance that the basis of the ceiling prices of 1944 has been dropped
altogethers These new prices, however, apply only to the people=
owned economy, md”nt\u.uy the ceiling basis had in general not been
abandoned in the effective prices paid during the last quarter of
1949, Only 1in a few cases, where the people-omed econcmy has been
charging higher, l.e. 1llcgel, prices, these illegal prices have now
been given official sanctione

This has the following consequenceas

1) A1l price increases or price reductions #h:de becdme effective
in tho people=cwned eoonazv*r 31 Deceuber 1949, i.e. all price
regulations contrary to the above regulations, are null and wold.

2) 7here increased prices which do not correspond to the econemic
conditions are being charged, these prioea'vd.u not be lowered, but the
additionsl profits will be turned over to the budget of the German
Democratic Republic in the form of corporation taxes and profitse

These new regulations do not apply to private enterprises of the
same nature. For these enterprises, the 19U ceiling prices will
continue to be in effecte Their additional profits will be dram off

4n the form of a modified turnover tax or excess profits tax, or
pimilar taxeses Private enterprise, since it charges lower prices,
still has a greater sales volume than the people-owned enterprises,
whose sales volume is decreasings Private enterprise is to be fought
and out down more than before by the introduction of new turnover taxese
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Plan pricess Plan prices of this kind bave never been available
before for the Soviet Zone planned economye While plan Frices or plan
figures were usod in scme ficlds o!;“ﬁ"eoplo-mod cconcmy (Oefje, Pro=
duction quotas, planned values for overall producticn), these were
highly imaginary values, and not a single offioial of the Ministries
of Planning, or Finance, or Industry, could either explain them ox
compute theme These values wers arrived at by a very camplicated and
oequally vague methods As & result, noni of thess plan values had the
slightest sensible relation to the actual conditionse If the same
plan value was t0 be determined by a number of offices, the VVN
received an equal number of different figurese The present plan
prices (effective prices of the last quarter of 1949) are thus not
Plan prices as known in the socialist theory of plamed econcmy,
where plan prices are computed by & complicated method and ave |
variables The plan prices are to be operated in practice in such a
way that they remain constant, in principle; wivide only in the most
urgent and exceptional cases can the plan prices be raised by the
Pecple's Chamber when it approves the finance planes (Example: 12
December 1952t Voteby the People's Chamber on the 1953 Finance
Plan, and simultaneous vote on the raising of coal prices from an
index of 100 to 120.)

These new regulations, the Ministry of Finance believes, will
become valid after having been approved by the cabinet of the Germgn
Demooratic Republice The Ministry of Industry is bitterly opposed to
theme

SECRET

-7= :
FOR CIA INTERNAL USE ONAY

Declassified in Part - Sanitized Copy Approved for Release 2012/05/30 : CIA-RDP82-00039R000100080081-4




